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1. B. BUTIA OF FAO ECONOMIC AND SOCIAL POLICY DEPARTMENT 
VOLUNTERRED DRAFT OF FAO THINKING ON AGENDA ITEM 3 FOR POSSIBLE 
USE BY U.S. EXPERT. TEXT FOLLOWS: 

2. QUOTE: TOPIC 3-WAYS OF REGULATING EFFECTS ON COMMERCIAL MARKETS 
AND PRICES OF NATIONAL STOCK POLICIES FORMULATED IN CONTEXT OF 
WORLD FOOD SECURITY. WHAT ARE EFFECTS OF NATIONAL STOCK POLICIES 
ON COMMERCIAL MARKETS AND PRICES? (I) N.B. DANGER THAT NATIONAL 
STOCK POLICIES FORMULATED IN CONTEXT OF WORLD FOOD SECURITY COULD 
INDIRECTLY LEAD TO UNDUE EXPANSION OF FOOD PRODUCTION AND 
ACCUMULATION OF SURPLUSES. IS THIS DANGER MODIFIED BY CHANGED 
WORLD STOCK SITUATION? (XX) IF EXTERNAL AID IS USED TO SET UP 
RESERVE; PROBLEM OF DISPLACEMENT OF COMMERCIAL TRADE. PARTICULARLY 
RELEVANT TO DEVELPING COUNTRIES HEAVILY DEPENDENT ON FOOD EXPERTS. 
RESERVES SHOULD IN NO WAY REDUCE VOLUME OF CURRENT CONSUMPTION 
BY DIVERTING SUPPLIES FROM MARKET TO BUILD UP STOCKS OR VOLUME 

OF IMPORTS. IN ORDER TO ENSURE THIS, SYSTEM OF PUBLIC ACCOUNTS 
CONCERNING DRAWINGS FROM RESERVES COULD BE MADE AVAILABLE TO 
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ON SURPLUS DISPOSAL. WHERE EXTERNAL AID IS INVOLVED, TERMS OF 
REPLENISHMENT MIGHT BE CONSIDERED IN THE LIGHT OF THESE ACCOUNTS. 

(B) IS IT NECESSARY TO DISTINGUISH A "SURPLUS" SITUATION FROM 
CONDITIONS OF NORMAL OR INADEQUATE STOCKS? IF NATIONAL STOCKS 
ARE CLOSE TO OR BELOW TARGET, THEIR RELEASE (FOR PRICE STABILIZATION 
PURPOSES OR TO MAINTAIN CONTINUITY OF EXPORT SUPPLIES) SHOULD NOT 
ADVERSELY DISTURB COMMERCIAL TRADE. IF STOCKS TEMPORARILY BECOME 
ABNORMALLY LARGE AND SURPLUS TO REQUIREMENTS, RELEASE MAY BECOME 
SUBJECT TO FAO PRINCIPLES ON SURPLUS DISPOSAL I.E. DISPOSAL OF 
STOCKS "IN AN ORDERLY MANNER", PRIOR CONSULTATION WITH COUNTRIES 
CONCERNED, ETC. (C) HOW CAN RELEASES BE PREVENTED FROM CAUSING 
SHORT-TERM FLUCTUATIONS IN PRICES? DEFINITE CONDITIONS FOR RELEASE 
OF STOCKS, I.E. INTERNATIONAL AGREEMENT ON DEFINITION OF AN 
"EMERGENCY." IF SIZE AND CONDITIONS OF USE ANNOUNCED AND 
STRICTLY FOLLOWED, COMMERCIAL TRADERS SHOULD NOT TAKE SUCH STOCKS 
INTO ACCOUNT IN THEIR NORMAL MARKET CALCULATIONS, AND COMMERCIAL 
MARKETS SHOULD NOT BE AFFECTED. (D) HOW CAN HOLDING OF LARGE RESERVES 
BE PREVENTED FROM HAVING WHAT EXPORTER MAY CONSIDER GENERAL 
DEPRESSING EFFECT ON PRICES? (DISTINGUISH FROM PRICE STABI 
ZATION). BY PRECISELY DEFINING THEIR PURPOSE? (E.E. STRESS LIMITED 
INTERFERENCE WITH NORMAL MARKET CHANNELS. VOLPE 
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